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CHAPTER  I — COMPTROLLER  OF  THE 

CURRENCY.  DEPARfMENT  OF  THE  TREASURY 

PART  22— LOANS  IN  AREAS  HAVING  SPECIAL 
FLOOD  HAZARDS 

AGENCY:  Comptroller  of  the  Curren¬ 
cy,  Treasury. 

ACTION:  Final  rule. 

SUMMARY:  This  amendment  revises 
the  Comptroller’s  regulations  on  loans 
by  national  banks  in  areas  having  spe¬ 
cial  flood  hazards  (12  CFR  Part  22)  in 
order  to  conform  them  to  recent  statu¬ 
tory  changes.  The  substance  of  the 
amendment  incorporates  the  statutory 
change  which  rescinds  the  former  pro¬ 
hibition  as  to  loans  in  non-participat¬ 
ing  communities  and  replaces  such 
prohibition  with  a  notification  require¬ 
ment. 

EFFECTIVE  DATE:  February  22, 
1978. 

FOR  FURTHER  INFORMATION 
CONTACT: 

William  B.  Glidden,  Staff  Attorney, 

Office  of  the  Comptroller  of  the 

Currency,  Washington,  D.C.  20219. 

Telephone  No.  202-447-1880. 

SUPPLEMENTARY  INFORMATION: 
Section  703(a)  of  the  Housing  and 
Community  Development  Act  of  1977, 
Pub.  L.  95-128  (the  “Act”)  changes  the 
National  Flood  Insurance  Program  by 
amending  Section  202(b)  of  the  Flood 
Disaster  protection  Act  of  1973,  Pub. 
L.  93-234.  Prior  to  its  amendment  by 
the  Act,  Section  202(b)  required  the 
Comptroller  of  the  Currency  to  issue 
regulations  which,  with  certain  excep¬ 
tions,  prohibited  national  banks  from 
making  any  loans  secured  by  improved 
real  estate  or  a  mobile  home  located  or 
to  be  located  in  a  designated  flood 
hazard  area  unless  the  community  in 
which  the  area  is  situated  was  then 
participating  in  the  National  Flood  In¬ 
surance  Program.  Section  703(a)  of 
the  Act  has  now  removed  this  prohibi¬ 
tion.  It  provides  instead  that  the 
Comptroller  of  the  Currency  shall  by 
regulation  require  national  banks,  as  a 
condition  of  making,  increasing,  ex¬ 
tending,  or  renewing  any  loan  secured 
by  property  located  in  a  flood  hazard 
area,  to  notify  the  purchaser  or  lessee 
of  such  property  whether  Federal  di¬ 
saster  relief  assistance  may  be  avail¬ 
able  for  the  property  if  the  property  is 
damaged  by  a  flood  in  a  federally  de¬ 
clared  disaster. 

The  Act  does  not  affect  Section 
102(b)  of  the  Flood  Disaster  Protec¬ 
tion  Act  of  1973,  which  provides  that 
the  Comptroller  of  the  Currency  shall 
by  regulation  direct  national  banks 
not  to  make  any  loans  secured  by  im¬ 
proved  real  estate  or  a  mobile  home  lo¬ 


cated  or  to  be  located  in  a  flood 
hazard  area  “in  which  flood  insurance 
has  been  made  available  under  (the 
National  Flood  Insurance  Act  of 
1968)”  unless  the  building  or  mobile 
home  and  any  personal  property  se¬ 
curing  such  loan  is  covered  by  federal 
flood  insurance.  Thus,  when  federal 
flood  insurance  is  available  for  a  com¬ 
munity  in  a  designated  flood  hazard 
area  (i.e.,  when  a  community  is  partici¬ 
pating  in  the  National  Flood  Insur¬ 
ance  Program),  a  national  bank  still 
cannot  make  loans  secured  by  im¬ 
proved  real  estate  or  mobile  homes  lo¬ 
cated  or  to  be  located  in  the  communi¬ 
ty  unless  the  property  securing  the 
loan  is  covered  by  flood  insurance. 

Revised  12  CFR  F*art  22  is  being  pub¬ 
lished  in  full  because  several  portions 
of  the  regulation  have  been  redrafted 
to  achieve  language  simplification. 
The  only  substantive  change  is  a  tech¬ 
nical  one  designed  to  conform  12  CFR 
Part  22  with  existing  statutory  author¬ 
ity.  Therefore,  the  Comptroller  for 
good  cause  finds  that  the  procedures 
prescribed  by  5  U.S.C.  553  relating  to 
notice,  public  procedure,  and  deferred 
effective  date  are  unnecessary  and 
would  serve  no  useful  purpose. 

Drafting  Information 

The  principal  drafter  of  this  docu¬ 
ment  is  William  B.  Glidden,  Staff  At¬ 
torney,  Office  of  the  Comptroller  of 
the  Currency. 

Adoption  of  Amendment 

The  Comptroller  hereby  revises  12 
CFR  Part  22  in  its  entirety  to  read  as 
follows: 

Sec. 

22.0  Authority  and  scope. 

22.1  Definitions. 

22.2  Requirement  to  purchase  flood  insur¬ 
ance  in  participating  communities. 

22.3  Exemption. 

22.4  Notice  of  special  flood  hazards  and  of 
availability  of  federal  disaster  relief  as¬ 
sistance. 

22.5  Records  of  compliance. 
Appendix-Sample  notices  to  borrower. 

Authority:  Secs.  102(b).  202(b)  and  205(b) 
of  the  Flood  Disaster  Protection  Act  of 
1973,  Pub.  L.  93-234,  and  sec.  703  of  the 
Housing  Rnd  Community  Development  Act 
of  1977,  Pub.  L.  95-123. 

§  22.0  Authority  and  scope. 

This  part  is  issued  by  the  Comptrol¬ 
ler  of  the  Currency  pursuant,  to  sec¬ 
tions  102(b),  202(b)  and  205(b)  of  the 
Flood  Disaster  Protection  Act  of  1973, 
F*ub.  L.  93-234,  and  section  703  of  the 
Housing  and  Community  Development 
Act  of  1977,  Fhib.  L.  95-128.  It  applies 
to  certain  loans  secured  by  improved 
real  estate  made  by  banks  in  areas  de¬ 
termined  by  the  Secretary  of  Housing 
and  Urban  Development  to  be  areas 
having  special  flood  hazards. 

§  22.1  Definitions. 

(a)  The  term  “bank”  means  a  nation¬ 
al  banking  association  or  a  bank  locat¬ 


ed  in  the  District  of  Columbia  and 
subject  to  the  supervision  of  the 
Comptroller  of  the  Currency. 

(b)  The  term  "loan”  means  any  loan 
secured  by  improved  real  estate  or  a 
mobile  home  located  or  to  be  located 
in  an  area  that  has  been  identified  by 
the  Secretary  of  Housing  and  Urban 
Development  as  an  area  having  special 
flood  hazards. 

(c)  The  term  “community”  means  a 
state  or  a  political  subdivision  thereof 
which  has  building  code  jurisdiction 
over  a  particular  area  having  special 
flood  hazards. 

(d)  The  phrase  "participating  com¬ 
munity”  means  a  community  which 
has  complied  with  the  requirements 
for  participating  In  the  National  Flood 
Insurance  Program  as  set  forth  in 
5  1909.22  of  the  regulations  of  the  Fed¬ 
eral  Insurance  Administration  of  the 
Department  of  Housing  and  Urban 
Development  (24  CFR  1909.22)  and  in 
which  flood  insurance  is  currently 
being  sold. 

<e)  The  phrase  “nonparticipating 
community”  means  a  community 
which  has  jurisdiction  over  an  area 
having  special  flood  hazards  and 
which  is  not  participating  in  the  Na¬ 
tional  Flood  Insurance  Program. 

§  22.2  Requirement  to  purchase  flood  in¬ 
surance  in  participating  communities. 

No  bank  shall  make,  increase, 
extend,  or  renew  any  loan  as  defined 
in  §  22.1(b)  in  a  participating  commu¬ 
nity  w  here  flood  insurance  is  available 
under  the  National  Flood  Insurance 
Act  of  1968,  unless  the  building  or 
mobile  home  and  any  personal  proper¬ 
ty  securing  such  loan  is  covered  for  its 
entire  term  by  flood  insurance.  The 
amount  of  that  insurance  must  be  at 
least  equal  to  the  lesser  of  the  out¬ 
standing  principal  balance  of  the  loan 
or  the  maximum  limit  of  coverage 
available  for  the  particular  type  of 
property  under  the  Act. 

§  22.3  Exemption. 

Notwithstanding  the  provision  of 
§  22  2,  flood  insurance  shall  not  be  re¬ 
quired  on  any  State-owned  property 
that  is  covered  under  an  adequate 
policy  of  self-insurance  satisfactory  to 
the  Secretary  of  Housing  and  Urban 
Development  who  shall  publish  and 
periodically  revise  the  list  of  States 
falling  within  the  exemption  provided 
by  this  section. 

§  22.4  Notice  of  special  flood  hazards  and 
of  availability  of  federal  disaster  relief 
assistance. 

(a)  In  making,  increasing,  extending, 
or  renewing  any  loan  as  defined  in 
§  22.1(b),  each  bank  shall  mail  or  deliv¬ 
er  a  written  notice  to  the  borrower 
stating  (1)  that  the  property  securing 
the  loan  is  in  a  flood  hazard  area  (or 
in  lieu  of  this  notification,  a  bank  may 
obtain  satisfactory  written  assurance 
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from  a  seller  or  lessor  that  such  seller 
of  lessor  has  notified  the  borrower, 
prior  to  the  execution  of  any  agree¬ 
ment  for  sale  or  lease,  that  the  proper¬ 
ty  securing  the  loan  is  in  such  an  area) 
and  (2)  whether  Federal  disaster  relief 
assistance  may  be  available  in  the 
event  of  damage  to  the  property 
caused  by  flooding  in  a  federally  de¬ 
clared  disaster.  Each  bank  shall  re¬ 
quire  the  borrower,  prior  to  closing,  to 
acknowledge  in  writing  that  the  bor¬ 
rower  realizes  that  the  property  secur¬ 
ing  the  loan  is  in  a  flood  hazard  area 
and  that  the  borrower  has  received 
the  notice  regarding  Federal  disaster 
relief  assistance. 

(b)  A  bank  which  provides  written 
notice  containing  the  language  pre¬ 
sented  in  the  Appendix  to  this  regula¬ 
tion  within  the  time  limits  prescribed 
above  will  comply  with  the  notice  re¬ 
quirements  of  paragraph  (a)  of  this 
section. 

§  22.5  Records  of  compliance. 

For  all  loans  secured  by  improved 
real  estate  or  a  mobile  home,  each 
bank  shall  maintain  sufficient  records 
to  indicate  the  method  used  in  deter¬ 
mining  whether  such  loans  fall  within 
the  provisions  of  this  regulation. 


Appendix— Sample  Notices  to  Borrower 

( 1 )  NOTICE  TO  BORROWER  OF  SPECIAL  FLOOD 
HAZARD  AREA 

Notice  is  hereby  given  to - 

that  the  improved  real  estate  or  mobile 
home  described  in  the  attached  instrument 
is  or  will  be  located  in  an  area  designated  by 
the  Secretary  of  the  Department  of  Hous¬ 
ing  and  Urban  Development  as  a  special 
flood  hazard  area.  This  area  is  delineated  on 

- ’s  Flood  Insurance  Rate  Map 

(FIRM)  or.  If  the  FIRM  is  unavailable,  on 
the  Flood  Hazard  Boundary  Map  (FHBM). 
This  area  has  a  1  percent  chance  of  being 
flooded  within  any  given  year.  The  risk  of 
exceeding  the  1  percent  chance  increases 
with  time  periods  longer  than  one  year.  For 
example,  during  the  life  of  a  30  year  mort¬ 
gage,  a  structure  located  in  a  special  flood 
hazard  area  has  a  26  percent  chance  of 
being  flooded. 

(2)  NOTICE  TO  BORROWER  ABOUT  FEDERAL 
DISASTER  RELIEF  ASSISTANCE 

(a)  Notice  is  Participating  Communities. 
The  Improved  real  estate  or  mobile  home  se¬ 
curing  your  loan  is  or  will  be  located  in  a 
community  that  is  now  participating  in  the 
National  Flood  Insurance  Program.  In  the 
event  such  property  is  damaged  by  flooding 
in  a  federally  declared  disaster.  Federal  di¬ 
saster  relief  assistance  may  be  available. 


However,  such  assistance  will  be  unavailable 
if  the  community  has  been  identified  for  at 
least  one  year  as  a  flood  hazard  area  and  is 
not  participating  in  the  National  Flood  In¬ 
surance  Program  at  the  time  the  assistance 
would  be  approved.  This  assistance,  usually 
in  the  form  of  a  loan  with  a  favorable  inter¬ 
est  rate,  may  be  available  for  damages  in¬ 
curred  in  excess  of  your  flood  insurance. 

(b)  Notice  in  Nonparticipating  Communi¬ 
ties.  The  improved  real  estate  or  mobile 
home  securing  your  loan  is  or  will  be  located 
in  a  community  that  is  not  participating  in 
the  National  Flood  Insurance  Program. 
This  means  that  such  property  is  not  eligi¬ 
ble  for  Federal  flood  insurance.  In  the  event 
the  property  is  damaged  by  flooding  in  a 
federally  declared  disaster.  Federal  disaster 
relief  assistance  will  be  unavailable  if  the 
community  has  been  identified  for  at  least 
one  year  as  a  flood  hazard  area.  Such  assis¬ 
tance  may  be  available  only  if,  at  the  time 
the  assistance  would  be  approved,  the  com¬ 
munity  is  participating  in  the  National 
Flood  Insurance  Program  or  has  been  iden¬ 
tified  as  a  flood  hazard  area  for  less  than 
one  year. 

Dated:  February  13,  1978. 

John  G.  Heimann, 
Comptroller  of  the  Currency. 

[FR  Doc.  78-4581  Filed  2-21-78;  8:45  am] 
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